RECEIVED

Fros
BrOWItlr[i‘)ddw APR 27 2009

ATTORNEYS PUBLIC SERVICE
COMMISSION

KENTUCKY * OHIO - INDIANA - TENNESSEE - WEST VIRGINIA

Mark David Goss
(859) 244-3232
MGOSS@FBTLAW.COM

April 27, 2009

Via Hand-Delivery

Mr. Jeffrey Derouen

Executive Director

Kentucky Public Service Commission
211 Sower Boulevard

P. 0. Box 615

Frankfort, Kentucky 40602-0615

Re: PSC Case No. 2008-00408
Dear Mr. Derouen:
Please find enclosed for filing with the Commission in the above-referenced case an

original and ten copies of the responses of East Kentucky Power Cooperative, Inc. (“EKPC”) to
the Second Data Request of Commission Staff, dated April 13, 2009.

Mark David Goss
Enclosures
cc: Parties of Record
250 West Main Street, Suite 2800 Lexington, Kentucky 40507-1749 (859) 231-0000 + (859) 231-0011 fax www frostbrowntodd com

LEXLibrary 0000191.0563827 394209v1



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

CONSIDERATION OF THE NEW

)
FEDERAL STANDARDS OF THE ) CASE NO.
ENERGY INDEPENDENCE AND ) 2008-00408
SECURITY ACT OF 2007 )
CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Paul A. Dolloff, being duly sworn, states that he has supervised the preparation of
the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff Second Data Request in the above-referenced case dated April 13,
2009, and that the matters and things set forth therein are true and accurate to the best of

his knowledge, information and belief, formed after reagonable inquiry.

My Commission expires: g 00



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

CONSIDERATION OF THE NEW

)
FEDERAL STANDARDS OF THE ) CASE NO.
ENERGY INDEPENDENCE AND ) 2008-00408
SECURITY ACT OF 2007 )
CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

James C. Lamb, Jr., being duly sworn, states that he has supervised the
preparation of the responses of East Kentucky Power Cooperative, Inc. to the Public
Service Commission Staff Second Data Request in the above-referenced case dated April
13, 2009, and that the matters and things set forth therein are true and accurate to the best

of his knowledge, information and belief, formed after reasonable inquiry.
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Subscribed and sworn before me on this aaMday of April, 2009.

Notary @ﬁiﬁ ' %a )j

My Commission expires: WQL 9 4009
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COMMONWEALTH OF KENTUCKY
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In the Matter of:
CONSIDERATION OF THE NEW
FEDERAL STANDARDS OF THE

ENERGY INDEPENDENCE AND
SECURITY ACT OF 2007
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2008-00408
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CERTIFICATE
STATE OF KENTUCKY )
COUNTY OF CLARK ;
Isaac S. Scott, being duly sworn, states that he has supervised the preparation of
the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff Second Data Request in the above-referenced case dated April 13,

2009, and that the matters and things set forth therein are true and accurate to the best of

his knowledge, information and belief, formed after reasonable inquiry.
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Subscribed and sworn before me on this &7 o day of April, 2009.

Notaryiﬁg & %%

My Commission expires: M 8, 009




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

CONSIDERATION OF THE NEW

)
FEDERAL STANDARDS OF THE ) CASE NO.
ENERGY INDEPENDENCE AND ) 2008-00408
SECURITY ACT OF 2007 )
CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Julia J. Tucker, being duly sworn, states that she has supervised the preparation of
the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff Second Data Request in the above-referenced case dated April 13,
2009, and that the matters and things set forth therein are true and accurate to the best of

her knowledge, information and belief, formed after reasonable inquiry.

Subscribed and sworn before me ﬁs Al %ay of April, 2009.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00408

SECOND DATA REQUEST RESPONSE

COMMISSION STAFF’S SECOND DATA REQUEST DATED 04/13/09

REQUEST 1

RESPONSIBLE PERSON: Isaac S. Scott/Julia J. Tucker

COMPANY: East Kentucky Power Cooperative, Inc.
Request 1. Refer to the response to Staff’s Initial Data Request, Item 40 and

Item 43, Attachment 2.

Request 1a. Identify and describe each energy efficiency program that
collectively makes up the 9,316,000 MWh savings identified in the EKPC Integrated
Resource Plan (“IRP”).

Response 1a. Please note that the 9,316,000 MWh savings was reported in error.
Please see the response to Request 1(b) for the correct level of program savings.

The following narrative identifies and describes each energy efficiency program included
in EKPC’s 2006 IRP.

Electric Thermal Storage (ETS) Incentive Program

Description. ETS provides retail members with a cost-efficient means of using electricity
for space heating. A discounted rate for ETS energy encourages retail members to use
electricity for heating during off peak hours. This improves the utility’s load factor,
reduces energy costs for the retail member, and delays the need for new peak load

capacity expenses.
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Target Market. The incentives are available to any retail member, but are primarily
designed for retail members who currently use electricity (including heat pumps,
baseboard, ceiling cable, or electric furnace heating systems) as their primary source for
space heating. The secondary market includes retail members who use wood, coal,
propane, or kerosene as primary or secondary sources for space heating.

Electric Water Heater Incentive Program

Description. The electric water heater incentive is designed to encourage residential
retail members to choose a high efficiency electric water heater over other available
options. It is also designed to encourage retail members using a fossil-fuel water heater
to convert to a high-efficiency electric water heater. By reducing the cost of purchasing a
high efficiency water heater, cooperatives contribute to lower long-term energy costs and
improved satisfaction among residential retail members.

Target Market. The incentive is available to any residential retail member of a
participating EKPC cooperative who is building a new home and installing that home’s
initial water heater. The incentive is also available to any residential retail member who
replaces an existing gas or propane water heater with an electric water heater that meets
the defined program standards.

Geothermal Heating & Cooling Incentive Program

Description. The program is designed to encourage homeowners to choose efficient
geothermal heating and cooling systems rather than less efficient forms of heating and
cooling.

Target Markets. The incentives are available to any residential retail member of
participating EKPC cooperatives. The primary market consists of retail members who
are constructing new stick-built homes, as well as retail member homeowners who
currently heat with electric furnaces, ceiling cables, baseboard heat or fossil fuels.

Air-Source Heat Pump Incentive Program

Description. This program provides incentives for residential customers to install a high

efficiency air source heat pump instead of a less efficient alternative on the market. For
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the 2006 plan, the program impacts reflect the higher baseline efficiencies brought about
by the new Federal standards for heat pumps and air conditioners.

Target Markets. The primary targets for this program are retail members who are
building new homes in areas where natural gas heat is an option. An important secondary
market is the HVAC retrofit market, where the objective is to have retail members
replace electric furnaces, natural gas heat, or propane heat with high-efficiency electric
heat pumps.

Tune-up HVAC Maintenance Program

Description. This program offers the follow measures:
e (Cleaning indoor and outdoor heat exchanger coils;
e Changing filters;
e Measuring the temperature differential across the indoor coil to determine proper
compressor operation;
e Checking the thermostat to verify operation and proper staging;
e Measuring air flows to ensure proper conditioned air distribution; and
e Sealing the ductwork, either through traditional mastic sealers or with the
Aeroseal duct sealing program.
Duct losses are to be reduced to 10% or less. Duct loss measurement requires the use of
a blower door test and the blower door subtraction method, or the approved duct loss
measurement test associated with the Aeroseal duct sealing program. Only contractors
trained and certified by EKPC may be used.
Target Markets. The program is targeted to single-family homes using electric furnaces
or electric heat pumps that have exhibited high energy use. It is also available to multi-
family residences, churches, and commercial facilities heated by electric furnaces,
electric heat pumps, and geothermal units. All facilities must have duct systems that are
at least two years old to qualify for incentive payments.

Button-Up Weatherization Program

Description. The program requires the installation of insulation materials or the use of
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other weatherization techniques to reduce heat loss in the home. Any retail member who
resides in a stick-built or manufactured home that is at least two years old and uses
electricity as the primary source for space heat is eligible.

Target Markets. The primary program targets are older homes exhibiting unusually high
electricity usage.

Direct Load Control (DLC) for Air Conditioners and Water Heaters

Description. This program installs switches to control residential air conditioning and
water heating loads during peak demand periods in order to reduce peak load
requirements. This program design deploys switches that are engineered for Automated
Meter Reading (AMR) systems already in use at the member cooperatives. Central air
conditioning and heat pump units are cycled on and off, while water heater loads are
curtailed. The typical control duration is four hours. Participating customers receive an
annual bill credit incentive.

Target Market. The incentive is available to any residential retail member of a
participating EKPC cooperative who has a qualifying central air conditioner. Qualifying
water heaters must have a minimum capacity of 40 gallons in order to ensure that the
interruption does not affect customer comfort.

Compact Fluorescent Lighting (CFL) Program

Description. This program provides compact fluorescent bulbs to retail members at the
annual meetings held by the distribution cooperatives every year. Each registered
member receives a two-pack of 14-watt compact fluorescent bulbs that replace 2 60-watt
incandescent light bulbs. EKPC pays the price premium for the compact fluorescent
bulbs over and above the cost of the incandescent bulbs.

Target Markets. The program is targeted to all residential members.

Energy Star® Clothes Washers

Description. This program is designed to provide incentives to residential retail member
to purchase Energy Star® qualified clothes washers. Through superior design and

system features, Energy Star® qualified clothes washers clean clothes using 50% less
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energy than standard washers. Energy Star® clothes washers use less water per load,
saving energy needed to heat the hot water. In addition, Energy Star® clothes washers
extract more Wéter from clothes during the spin cycle. This reduces drying time, thereby
saving energy needed to dry clothes.

Target Market. The program is designed to reach residential customers who are
purchasing new clothes dryers.

Energy Star® Room Air Conditioners

Description. This program is designed to provide incentives to residential retail members
to purchase Energy Star® qualified room air conditioners.

Target Market. The program is designed to reach residential customers who are
purchasing new room air conditioners.

Energy Star® Refrigerators

Description. This program is designed to provide incentives to residential retail members
to purchase Energy Star® qualified new refrigerators. Energy Star® qualified
refrigerators use an estimated 15% less energy than similar capacity refrigerators that
meet Department of Energy standards.

Target Market. The program is designed to reach residential customers who are
purchasing new refrigerators.

Programmable Thermostat with Electric Furnace Retrofit

Description. This program is designed to provide incentives to residential retail members
to install programmable thermostats. Properly installed programmable thermostats save
5-10% of heating and cooling energy. This program is designed for residential customers
who heat their homes with electricity but do not have a heat pump. Some studies have
shown that programmable thermostats can significantly increase morning peak loads
when used with heat pumps.

Target Market. The program is designed to reach residential customers who heat their

homes with electricity using a primary heat system that is not a heat pump.
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Touchstone Energy Heat Pump Home

Description. The program is designed to encourage new homes to be built to higher
standards for thermal integrity and equipment efficiency, as well as to choose a high
efficiency air source heat pump (SEER 15, HSPF 8.5) rather than less efficient forms of
heating and cooling. Homes built to Touchstone Energy Home Standards typically use
30% less energy than the same home built to typical construction standards. Plans are
submitted and heat loss/heat gain calculations are made before the home is built, and a
blower door test is administered after the home is built to verify that the home meets the
standard.

Target Markets. This program is designed to serve the residential new construction
market. The incentives are available to any residential retail member of participating
EKPC cooperatives. The primary market consists of retail members who are constructing
new stick-built homes.

Touchstone Energy Geothermal Home

Description. The program is designed to encourage new homes to be built to higher
standards for thermal integrity and equipment efficiency, as well as to choose efficient
geothermal heating and cooling systems rather than less efficient forms of heating and
cooling. Homes built to Touchstone Energy Home Standards typically use 30% less
energy than the same home built to typical construction standards. Plans are submitted
and heat loss/heat gain calculations are made before the home is built, and a blower door
test is administered after the home is built to verify that the home meets the standard.
Target Markets. This program is designed to serve the residential new construction
market. The incentives are available to any residential retail member of participating
EKPC cooperatives. The primary market consists of retail members who are constructing
new stick-built homes.

Dual Fuel Air Source Heat Pump Retrofit

Description. This program is designed to procure the energy efficiency benefits of high

efficiency air source heat pumps for customers who currently heat with fossil fuels, and
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at the same time not increase the winter peak load requirements on the EKPC system.
The package consists of the add-on heat pump components plus a thermostat control set
to a pre-determined temperature (typically 25 degrees Fahrenheit). When the outside air
temperature dips below the set point, the thermostat shuts the heat pump off and turns the
fossil heating system on.

Target Market. The program is designed to reach residential customers who have central
air conditioning and heat with propane or natural gas.

Touchstone Energy Manufactured Home

Description. The Touchstone Energy Manufactured Home is an all-electric manufactured
home that is built to Energy Star® specifications. A manufactured home that is built to
these standards typically uses 30% less energy. The Touchstone Energy Home includes a
sealed duct system, energy efficient double-pane windows, added insulation in the roof
and wall, and an improved gasket that seals the halves of the home together. Buyers of
qualified manufactured homes receive a rebate from their local cooperative.

Target Markets. This program is designed to serve the new manufactured home market.
The incentives are available to any residential retail member of participating EKPC
cooperatives.

Commercial & Industrial Demand Response

Description. This demand response program is designed to provide incentives to large
customers to reduce their electricity demands on the grid, with short notice (less than 24
hours), for short periods of time, in response to short term conditions external to the
customer facility. Typically, those conditions will be either an excessively high price or a
shortage of available power. Participants are reimbursed for the cost of the smart meter
needed, and receive an annual incentive of $25 per kW offered.

Target Market. The program is designed for customers with peak demands above 50 kW.

Commercial Efficient HVAC Program

Description. This program promotes high efficiency packaged HVAC equipment. It
provides incentives for unitary commercial air conditioners and heat pumps that exceed

the 2006 Federal Guidelines of 13 SEER and 7.7 HSPF.
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Target Market. The incentive is available to any existing commercial or industrial
facility that uses packaged single or split air conditioning or heat pump units, usually
rooftop units.

Commercial Building Performance Program

Description. This program addresses the need to boost the energy performance of
existing equipment and systems by offering building owners and managers proper tuning,
operation and maintenance services for HVAC and other equipment in existing buildings.
This program combines features of duct sealing with heat pump/air conditioning tune-up
(for smaller buildings) and retro-commissioning (for larger buildings). The heat pump/air
conditioning tune-up package includes:

e All accessible ductwork sealed;

e Filters changed/cleaned;

e Thermostat checked/adjusted for proper function;

e Indoor and outdoor coils cleaned;

e Refrigerant charge checked and corrected if needed; and

o Airflow checked and corrected if needed.
Retro-commissioning is the systematic process of ensuring that an existing building’s
energy systems operate in an optimal manner by examining actual performances against
design performance. The majority of savings tend to come from adjusting the energy
management systems and controls.
Target Market. The program is designed to serve any existing commercial or industrial
facility that uses electricity for space cooling and/or space heating.

Commercial New Construction Program

Description. This program promotes integrated design, commissioning, and more
advanced technologies in commercial new construction. Electricity savings are realized
across a number of end-uses, with the majority occurring from lighting, cooling, and
heating. It is anticipated that new K-12 schools would be served by this program.

Target Market. This program is designed to serve the commercial new construction and
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major renovation market, including the K-12 schools market. The incentives are
available to any residential retail member of participating EKPC cooperatives.

Commercial Efficient Refrigeration Program

Description. This program promotes high efficiency refrigeration equipment. Key
technologies include reach-in refrigerators and freezers, walk-in coolers and freezers,
refrigerated vending machines, ice-makers, beverage merchandisers, and central
refrigeration systems for grocery stores. The program is designed to promote Energy
Star® equipment, Federal Energy Management Program recommendations, and the
Consortium for Energy Efficiency specifications as applicable.

Target Market. The incentive is available to any existing commercial or industrial
facility that uses refrigeration equipment. The primary markets include grocery stores,
convenience stores, and restaurants.

Commercial Lighting Program

Description. This program offers incentives to commercial and industrial customers to
install high efficiency lamps and ballasts in their facilities. LED exit signs and T-5
fluorescent fixtures are examples of eligible technologies.

Target Market. The incentive is available to any existing commercial or industrial
facility in the service territory of a participating EKPC cooperative. The facility and its
lighting system must have been in service for at least two years.

Industrial Premium Motors Program

Description. The premium motor incentive is designed to encourage commercial and
industrial customers to upgrade in service motor stock to premium efficiency motors.
Premium efficiency motors have efficiencies which are higher than Federal Standards,
meeting or exceeding the National Electrical Manufacturers Association's NEMA
Premium™ efficiency ratings.

Target Market. This program is designed to improve motor efficiency for the non-OEM
motor purchase market. The facility must have been in service for two years. In service

motors at all commercial, industrial, and institutional facilities are eligible. Spare motors
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are not eligible. Efficiencies for 1-200 horsepower motors are specified. Motors greater
than 200 horsepower are eligible but must be evaluated on a case-by-case basis.

Industrial Variable Speed Drives Program

Description. This program is designed to promote variable speed drives and drive
systems.

Target Market. This program is designed to improve motor efficiency for the non-OEM
motor purchase market. The facility must have been in service for two years. In service

motors at all commercial, industrial, and institutional facilities ace eligible.

Request 1b. Provide the MWh savings associated with each program identified

in 1.a. above.

Response 1b. Please see Attachment 1. Please note that the peak impacts and
annual energy impacts shown in the response to Request 43(a) of the Staff’s Initial
Request reflected data from EKPC’s 2009 IRP while the information in the attachment
reflects data from EKPC’s 2006 IRP.

Request 1c. Identify any programs cited in response to 1.a. above that are not
included in the response to Item 43, Attachment 2. Explain why they are not included in

Attachment 2.

Response 1c. Please see the response to Request 1(b) for the identification of
programs listed in the response to Request 1(a) that were not included in the response to
Item 43, Attachment 2.

EKPC notes that the programs included in the response to Item 43, Attachment 2

reflected programs that are currently in operation, while the programs from EKPC’s 2006
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IRP, listed in the response to Request 1(a), included both existing and new programs that
EKPC planned to make operational.

Concerning the Direct Load Control program, as was noted in the response to Item 43,
Attachment 2, this program was in start-up mode during 2008 and thus had no
participants in 2008 but was estimated to have 9,000 participants in 2009.

Demand-Side Management (DSM) program design and implementation are complex and
dynamic undertakings. It is possible that DSM programs that are selected through the
quantitative and qualitative evaluation process may not be implemented as described in
the IRP. DSM programs that are ultimately launched will first be subjected to a much
more rigorous program design effort. In certain cases, a demonstration or pilot project
may precede full-scale implementation to test the validity of the program concept. This

could mean that certain concepts are modified.
Request 1d. Identify any programs cited in response to Staffs Initial Data
Request, Item 43, Attachment 2, that are not included in the response to Item 1.a. above.

Explain why they are not included in Item 1 .a. above.

Responses 1d. All the programs cited in the response to Staff’s Initial Data

Request, Item 43, Attachment 2 are included in the response to Request 1(a) above.
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. ) Annual Energy I :
. Winter | Summer Program Life
irl;f;e(g) Program Peak Peak Impact (MWh) Time Energy
(MW) (MW) Impact (MWh)

Yes Electric Thermal Storage (R) -25.4 0.0 44,906 1,076,658

Yes Electric Water Heater (R) 0.2 0.1 854 19,435

yes | Geothermal Heating & 234 5.0 14,224 -336,552
Cooling (R)

Yes Air Source Heat Pump (R) 11.3 -1.5 3,783 73,926
Tune-Up HVAC

Yes Maintenance (R) -5.0 -1.9 -6,467 -144,586

Yes ?IS“OH'UP Weatherization 164 6.4 21,181 483,300
DLC — Air Conditioners and

No Water Heaters (R) -56.3 -76.3 -763 -8,773

Yes CFL (R) -4.1 -2.9 -25,883 -258,832
Energy Star® Clothes

No Washer (R) -0.4 -0.2 -1,907 -20,024
Energy Star® Room Air

No Conditioner (R) 0.0 -0.9 -654 -7,454

No fﬁ‘;rgy Star® Refrigerator 0.1 0.1 -883 410,064
Programmable Thermostat

No with Electric Furnace 0.0 -0.7 -5,304 -53,037
Retrofit (R)
Touchstone Energy Heat

No Pump Home (R) -1.4 -0.6 -2,378 -27,348
Touchstone Energy

Yes Geothermal Home (R) -3.4 -0.5 -2,443 -28,096
Dual Fuel Air Source Heat

No Pump Retrofit (R) 0.0 0.0 4,362 50,164
Touchstone Energy

Yes | Manufactured Home (R) -0.3 0.1 ~362 -6,463
Commercial & Industrial

No Demand Response (C) -19.1 -19.1 -5,721 -85,815

No Eico)rmnermal Efficient HVAC 02 07 2277 25,958

No Commercial Building 0.9 10 4,691 46,912
Performance (C)
Commercial New

No Construction (C) -0.8 -2.0 -8,718 -100,258
Commercial Efficient

No Refrigeration (C) -0.7 -0.5 -4,577 -43,025

No Commercial Lighting (C) -3.0 -4.2 -25,095 -262,099

No gl)dustnal Premium Motors 05 07 6757 77,028

No Indusmal Variable Speed 3.0 a1 37,532 427,865
Drives (I)

Total MWh Savings Expected to be Realized over Program Life Time -1,233,315

R = Residential; C = Commercial; I = Industrial
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00408

SECOND DATA REQUEST RESPONSE

COMMISSION STAFF’S SECOND DATA REQUEST DATED 04/13/09

REQUEST 2

RESPONSIBLE PERSON: Isaac S. Scott

COMPANY: East Kentucky Power Cooperative, Inc.
Request 2. Refer to the response to Staff’s Initial Data Request, Item 42.
Request 2a. Explain why EKPC believes that it is more appropriate to recover
Demand Side Management (“DSM”) related costs through base rates rather than a DSM
Surcharge.

Response 2a. EKPC believes that is has been more appropriate to recover DSM

related costs through base rates rather than a DSM Surcharge due primarily to
administrative issues related to the levels of DSM costs and what the adoption of a DSM
Surcharge at the wholesale level would mean for EKPC’s member cooperatives. While
EKPC and its member cooperatives have and continue the promotion of various DSM
programs, EKPC’s DSM related costs have annually been approximately $0.002 per kWh
sales to member cooperatives. At this level, EKPC concluded that from an administrative
standpoint, it was not reasonable to seek to establish a DSM Surcharge.

Unlike the vertically integrated utility, EKPC does not directly bill the ultimate retail
customer. Instead, EKPC bills its member cooperatives for wholesale energy sales and
the member cooperative in turn bills the retail customer. If EKPC sought and was
granted approval for DSM Surcharge, its member cooperatives would either have to

absorb the DSM Surcharge or be forced to establish a DSM Surcharge to pass through
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EKPC’s DSM Surcharge to the member cooperatives’ retail customers. EKPC believes
that its member cooperatives should be able to decide if a DSM Surcharge is appropriate
based on each member cooperative’s evaluation of its own DSM programs and activities,
and not be forced to establish a DSM Surcharge simply because EKPC has a DSM
Surcharge.

Including the recovery of EKPC’s DSM related costs in base rates eliminates the
administrative concerns and the member cooperatives can pass on changes in EKPC’s
base rates to their retail customers either through their own rate case filings or submitting

applications pursuant to KRS 278.455.

Request 2b. Does EKPC believe that it is more appropriate for the member
distribution cooperatives to recover DSM-related costs through base rates rather than a

DSM Surcharge? Explain your answer.

Responses 2b. EKPC believes that it is within the purview of each member
cooperative to determine, based upon its own circumstances and situation, whether its
DSM related costs should be recovered through base rates or a DSM Surcharge. As
stated in EKPC’s response to Item 42, it has been EKPC’s understanding that it could
choose the DSM cost recovery option it believed the most appropriate. Likewise, EKPC
believes that choice of options is available to the 16 member cooperatives. For EKPC to
indicate which option it believes is more appropriate for the member cooperatives to
adopt implies a “one size fits all” approach. EKPC does not believe such a “one size fits

all” approach is reasonable or appropriate.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00408

SECOND DATA REQUEST RESPONSE

COMMISSION STAFF’S SECOND DATA REQUEST DATED 04/13/09

REQUEST 3

RESPONSIBLE PERSON: Isaac S. Scott

COMPANY: East Kentucky Power Cooperative, Inc.
Request 3. Refer to the response to Staff’s Initial Data Request, Item 44.

Describe the difference between energy conservation and energy efficiency.

Response 3. According to the Energy Information Administration (EIA), energy
conservation is any behavior that results in the use of less energy. Energy efficiency is
the use of technology that requires less energy to perform the same function. EIA
includes the following comparison to make the distinction between energy efficiency and
energy conservation. A CFL bulb that uses less energy than an incandescent bulb to
produce the same amount of light is an example of energy efficiency. The decision to

replace an incandescent light bulb with a CFL bulb is an example of energy conservation.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00408

SECOND DATA REQUEST RESPONSE

COMMISSION STAFF’S SECOND DATA REQUEST DATED 04/13/09

REQUEST 4

RESPONSIBLE PERSON: James C. Lamb, Jr.

COMPANY: East Kentucky Power Cooperative, Inc.
Request 4. Refer to the response to Staff’s Initial Data Request, Item 120,

concerning the impact of the American Recovery and Reinvestment Act of 2009
(“Stimulus Bill”’) on smart grid investments. EKPC stated that it is seeking stimulus
funding opportunities. Provide in detail the types of opportunities that EKPC is seeking

relevant to funding provided under the Stimulus Bill.

Response 4. The following list of EKPC projects may qualify for Federal
stimulus money. All cost estimates are extremely rough but are based on costs of
previous installations.

Table One — Summary of EKPC Stimulus Money Project Candidates

Project Estimated Cost
Microprocessor Relays $1.0M
Fault, Disturbance, and IED Monitoring $0.5M
State Estimation $0.5M
345 kV Transmission Tie to MISO $38.0M
Transformer Monitoring $1.6M
DTCR $1.0M
Distribution SCADA $10.0M
DSM $20.1M
Smart Pricing $1.0M
Smart Distribution Capacitors $18.2M

Total $91.9M
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Microprocessor Relays - $1.0M

Upgrade electromechanical panel to microprocessor panel
50 panels * $20,000 = $1,000,000

Fault, Disturbance, and Intelligent Electronic Devices (IED) Monitoring - $0.5M

NERC/SERC Requirement above 200kV
10 recorders * $50,000/recorder = $500,000

Phasor Measurement Units (PMU)
3 PMUs * $10,000/PMU = $30,000

State Estimation - $0.5M

EMS application

$300,000 Software module cost
$200,000 Necessary field hardware installations

345kV Transmission Tie to MISO ~ $38.0M
Spurlock to Zimmer:

30 miles of 345kV Transmission Line
$1,000,000/mile * 30 miles = $30,000,000

Substation Upgrades
$4,000,000/each * 2 substations = $8,000,000

Transformer Monitoring - $1.6M
Dissolved Gas Analysis Monitoring:

Large Power Transformers and GSU
20 transformers * $40,000/unit = $800,000

Smaller Power Transformers
35 transformers * $15,000/unit = $525,000



Top oil and winding temperature monitoring:

Distribution Transformers
50 transformers * $5,000/transformer = $250,000

Dynamic Thermal Circuit Rating (DTCR) — $1.0M

Transmission Models
30 transmission lines * $10,000/model = $300,000

Transformer Models
20 transmission lines * $10,000/model = $200,000

Weather Stations
15 weather stations * $12,000 = $180,000

Advanced Monitoring Equipment
15 monitoring units * $20,000 = $300,000
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Distribution Supervisory Control and Data Acquisition (SCADA) ~ $10.0M

10 cooperatives * $1M/co-op = $10M
Cost for provide SCADA for a single cooperative:

$695,000 Substation retrofit (25 substations)

$27,800 per substation with four feeders —
$2,000 voltage regulator controls
$3,200 * 4 recloser controls
$3,800 Remote Terminal Unit (RTU)
$1,200 additional meter
$3,000 cabinets, wire, misc. hardware
$5,000 labor

$300,000 for telecomm

Computer terminals: Master and slave stations
Integration with the Energy Management System (EMS)

Field installations: Radios, antennas, repeaters, fiber optic and/or microwave

hardware, etc.
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Smart Pricing — $1.0M

Real Time Pricing (RTP)

Software needs: Billing, accounting, engineering, web based communications
Marketing and advertising
Hardware integration

DSM - $20.1M

Current program

$4.0M for 10,000 devices per year
5 year program
$20.0M for 5 years

Double the existing program

$20.0M
$100,000 for backroom software development (integration)

Smart Distribution Capacitors - $18.2M
An example of leveraging distribution SCADA.

Distribution capacitor banks coupled with a vacuum switch, an RTU with on-board
Power Line Carrier (PLC), and some form of telecomm. In addition to being
programmable, zero-crossing technology for switching is featured; hence, limited power
quality issues.

2,800 installations * $6,500/installation = $18.2M

Cost for a single installation:

$6,500 per substation with four feeders —
$1,500 capacitors
$500 rack
$1,500 RTU
$1,500 telecomm needs: cabinets, wire, misc. hardware
$1,500 labor
Number EKPC distribution substations = 350
Assume 4 feeders per substation
Assume two capacitor banks per feeder
Total number of units = 350 * 4 * 2 = 2,800
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00408

SECOND DATA REQUEST RESPONSE

COMMISSION STAFF’S SECOND DATA REQUEST DATED 04/13/09

REQUEST 5

RESPONSIBLE PERSON: Isaac S. Scott

COMPANY: East Kentucky Power Cooperative, Inc.
Request S. Refer to the Testimony of Christopher S. Perry (“Perry Direct”),

page 12, and the response of Owen Electric to Staff’s Initial Data Request, Item 40, page
4, concerning the discussion of a per-meter charge or a higher TIER allowance

supporting investments in energy efficiency programs.

Request Sa. Explain whether you agree with the positions of Fleming-Mason

and Owen Electric on this issue.

Response 5a. EKPC submits the following responses from the Member Systems.
Big Sandy strongly agrees with the positions of Fleming-Mason and Owen.

Blue Grass agrees with Fleming-Mason and Owen. If required, Blue Grass prefers
collecting the per meter surcharge to be used for energy efficiency initiatives.

Clark does agree that many members on its system do not have the disposable cash to
fully implement the programs that its offer. Clark does not agree that its total
membership should subsidize those members by having an additional charge added to
their bill or included in their base rates. Clark believes a third party, such as Community
Action Groups, should be included in the process to help fund these type projects for the

low income members.
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Cumberland Valley does agree in part with the positions that Owen and Christopher

Perry take in regards to a higher Times Interest Earned Ratio (TIER) allowance or a per-
meter charge as a means for supporting investment in energy efficiency programs.
Farmers states that while the concepts are interesting, it would not be able to voice carte-
blanche agreement or disagreement to the idea of a per-meter charge or a higher TIER for
investments in energy efficiency programs. Farmers is very supportive of energy
efficiency programs, however, being a member-owned cooperative, one of the key
considerations of all operational activities rests on answering the question of whether the
member-owners desire and are willing to pay for an activity or program. If programs
were of a nature that would apply and benefit all members, then Farmers would likely
find its member-owners supportive and willing to incur higher monthly electric costs to
fund such initiatives. Programs that offer benefits to a very limited group of consumers
based upon other criteria such as income might not be supported by the membership.
Certainly, many programs that target specific service classes can be shown to benefit all
service classes, and where that is the case, member education generally becomes a key to
the success in gaining acceptance of such programs. Farmers would be supportive of
those types of programs.

Grayson is not sure that it fully understands Owen’s or Fleming-Mason’s specific
approaches, however there needs to be a mechanism that recognizes a specific
cooperative’s method supporting that cooperative’s investment in energy efficiency /
demand management programs.

Inter-County does agree that the members that most need to take advantage of these
programs are the ones that can least afford to participate. Therefore, there needs to be
some sort of mechanism to fund these programs.

Jackson would support a per-meter charge for investments in energy efficiency programs.
However, Jackson believes the administration of the funds and the types of programs

offered to the customers should be decided by each cooperative individually. Jackson is
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not in favor of collecting funds for other organizations to administer these types of
programs.

Licking Valley agrees that it would be better for both the cooperative and for customers

to recover the fixed costs through a fixed monthly charge that does not vary with kWh
sales (usage) and with weather.

Nolin partially agrees with the stance taken by Christopher Perry and Owen in regards to
a higher TIER allowance for supporting energy efficient programs. Nolin believes
member education and energy utilization programs will aid in energy efficiency.

Salt River agrees that a per-meter charge is one way to improve the incentive to end-use
customers.

Shelby notes that the positions are similar and also reasonable suggestions in making a
workable contribution towards benefiting all parties involved.

South Kentucky does agree with the position that Owen and Christopher Perry take in

regards to a higher TIER allowance or a per-meter charge as a means for supporting
investments in energy efficiency programs.

Taylor County feels it can promote energy efficiency programs without a per-meter
charge or higher TIER allowance.

Request 5b. Do you believe that a per-meter surcharge is preferable to the
typical per-kWh DSM Surcharge? Explain your answer.

Response 5b. EKPC submits the following responses from the Member Systems.
Big Sandy prefers a per-meter surcharge for this item, in as much as it is not a separate
line item on the customer’s bill.

Blue Grass believes the per-meter surcharge is preferable. Please see our response to
Request 5a.

Clark, please see to the response to Request 5a. Clark notes that the primary purpose of

DSM is to reduce the need to build additional generation by removing on-peak demand.
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Most of the energy efficiency programs that Clark promotes remove usage without regard
to on- or off-peak usage. Direct Load Control (DLC) would be an example of a program
that would require the need for a DSM Surcharge. DLC benefits the members more
unilaterally because all who chose to could participate in the program as well as
contribute through the surcharge.

Cumberland Valley believes that a per-meter charge can be preferable to the typical per-

kWh DSM surcharge if the majority of the DSM applications require fixed cost type of
investments by the cooperative. If the majority of the DSM applications result in a
variable/energy type of investment, then the preferable way may be a per-kWh DSM
surcharge. The type of DSM surcharge for a distribution cooperative may be one that is
similar to what EKPC may implement.

Farmers states that a per-kWh charge would probably be preferable. It would be more in
line with equitably charging users in relation to the benefits that might be derived from
energy efficiency programs. The downside of a per-kWh charge would be its effect on
some low-income members. Many low-income members reside in homes that are not
energy efficient and despite their best efforts at managing their usage, still have higher-
than-average energy bills.

Grayson is not sure which would be better.

Inter-County does not have a preference at this time without some sort of study or
research performed to discover which option would best facilitate the proper method for
recovery.

Jackson states that the per-meter charge is preferable. This would be a fixed amount of
income on a monthly basis and budgets for energy efficiency programs could be
established and implemented with a steady flow of income.

Licking Valley states that yes, a per-kWh DSM Surcharge would be preferable to an

increase in the rate per kWh. This would encourage energy conservation.
Nolin states that the DSM surcharge would be the last choice of funding for any project.

It provides another adder on the bill which could present confusing explanation to
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members and added training of customer service representatives. The monthly set charge
associates one cost to all members regardless of kWh usage. The cost can be better
associated with the energy use than the monthly fee.

Nolin notes that the second method is a more complete solution. It provides the funding
by TIER and would be easier to implement. There would be no adder to the billing lines
and a program will become more valuable. As the member initiates a DSM program, the
benefit is immediate through kWh usage and sustained over time. The program would
promote a signal to the member, the higher the kWh usage the more important it is to
control efficiency.

Salt River states that a per-meter charge would decrease the loss of the revenue of any
energy not used because of a customer’s investment in efficiency.

Shelby does not feel one method is preferable over the other. Both would meet the same
goal of funding. However, efficiency and conservation projects should be included in
both methods.

South Kentucky believes that a per-meter charge can be preferable to the typical per-kWh

DSM surcharge if the majority of the DSM applications require fixed cost type of
investments by the cooperative. If the majority of the DSM applications result in a
variable/energy type of investment, then the preferable way may be a per-kWh DSM
surcharge.

Taylor County, please see Taylor County’s response to Request 5a.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00408

SECOND DATA REQUEST RESPONSE

COMMISSION STAFF’S SECOND DATA REQUEST DATED 04/13/09

REQUEST 6

RESPONSIBLE PERSON: Isaac S. Scott

COMPANY: 